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SUBJECT: GOP CONSIDERING MAJOR LOANFROM ARAB STATES TO PAY OFF 
LOANS FROM PRIVATE INTERNATIONAL BANKS 

1 . IN EARLY MARCH, A GOP OFFICIAL COMMENTED TO EMBOFF THAT 
THE GOP HAS RECEIVED OFFERS OF FINANCIAL ASSISTANCE FROM 
SEVERAL ARAB STATES. HE SPECIFICALLY MENTIONED SAUDI ARABIA 
AND KUWAIT. THESE COUNTRIES HAVE INDICATED TO THE GOP THAT 
THEY HAVE FUNDS AVAILABLE AND ARE WILLING TO INVEST IN PANAMA, 
AND THEY ARE INTERESTED IN LONG-TERM LOANS, I.E. TEN YEARS 

OR MORE. 

2. ACCORDING TO THIS OFFICIAL, PANAMA, AS OF DECEMBER 1977, 

HAD A TOTAL PUBLIC SECTOR DEBT OF NEARLY $1.8 BILLION (OFFICIAL 
ESTIMATES PREVIOUSLY WERE $1.6 BILLION). HE SAID THAT THE 
CENTRAL GOVERNMENT'S PORTION OF THIS DEBT IS $940 MILLION. 

BETTER THAN HALF OF THE CENTRAL GOVERNMENT DEBT CONSISTS OF 
LOANS FROM PRIVATE INTERNATIONAL BANKS. PRIVATE BANK LOANS 
TO THE GOP NOW TOTAL NEARLY $600 MILLION. THESE LOANS ARE 
SHORT TERM, HIGH INTEREST, IN COMPARISON WITH THE 

LOANS PANAMA HAS RECEIVED FROM VARIOUS INTERNATIONAL 
FINANCIAL INSITUTIONS. 
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3. THE OFFICIAL, WHO REGULARLY ATTENDS THE MEETINGS 
OF PANAMA'S NATIONAL FISCAL COMMISSION, CLAIMS THAT 
THE GOP IS SERIOUSLY CONSIDERING THE NEGOTIATION OF A 
MAJOR LOAN, SUFFICIENT TO PAY OFF ALL OF THE PRIVATE 
INTERNATIONAL BANK LOANS. ONE PROPOSAL, WHICH THE 
COMMISSION HAS TAKEN INTO CONSIDERATION, IS THE 
NEGOTIATION OF SUCH A MAJOR LOAN FROM THE ARAB STATES. 
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THE TERM OF THE LOAN WOULD BE 20 YEARS WITH CAPITALI 
ZATION OF INTEREST. BOTH REPAYMENT AND INTEREST ON 
THE LOAN WOULD BE DUE AT THE END OF THE 20- YEAR PERIOD 
WITH NO PAYMENTS MADE IN THE INTERIM. ALTHOUGH THE 
FISCAL COMMISSION HAS CONSIDERED THE PROPOSAL, IT HAS 
SHELVED IT UNTIL AFTER THE CANAL TREATIES ARE RATIFIED. 

SOME MONTHS AFTER TREATY RATIFICATION, THE PROPOSED 
LOAN WILL AGAIN BE SURFACED AND THE OFFICIAL FEELS THAT 
THERE IS A STRONG LIKELIHOOD THAT SUCH A PROPOSAL WILL 
BE ADOPTED AS AN IMMEDIATE SOLUTION TO PANAMA'S DEBT 
BURDEN. 

4. THE OFFICIAL DESCRIBES THE MEMBERSHIP OF THE FISCAL 
COMMISSION AS FOLLOWS: THE COMPTROLLER GENERAL, DIRECTOR 
OF THE NATIONAL BANK OF PANAMA, THE MINISTER OF PLANS 
AND ECONOMIC POLICY AND THE MINISTER OF THE TREASURY, 

AS WELL AS TECHNICAL REPRESENTATIVES FROM EACH OF 
THE GOP ORGANIZATIONS THAT THE AFOREMENTIONED OFFICIALS 
REPRESENT. IT IS AN INFORMAL, FISCAL POLICY-MAKING 
BODY OF THE GOP THAT MEETS ON AN AVERAGE OF ONCE 
PER WEEK. 

4. COMMENT: FROM THE OFFICIAL S REMARKS, IT WAS NOT 
CLEAR WHETHER THE LOAN PROPOSAL IN QUESTION WAS INITIATED 
BY THE ARAB STATES, OR WHETHER PANAMA EVOLVED THE SCHEME 
IN RESPONSE TO ARAB OFFERS OF ASSISTANCE. A LOAN OF 
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THE PROPORTIONS AND UNDER THE CONDITIONS DESCRIBED 
ABOVE WOULD CERTAINLY BE APPEALING TO PANAMA, SINCE IT 
WOULD GREATLY REDUCE PANAMA'S CURRENT DEBT SERVICING 
REQUIREMENT AND WOULD PERMIT THE GOP TO PUMP ADDITIONAL 
REVENUES INTO ECONOMIC DEVELOPMENT. 

JORDEN 
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